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The Small Business Investment Act of 1958
A BRIEF REVIEW
By CORINNE CHILDS, C.P.A.
Attorney at Law
Tulsa, Oklahoma
The Small Business Administration (herein
after referred to as SBA) was created in 1953
and is the first peacetime government agency
created for the sole purpose of advising and
assisting small business enterprises. Five years
later, July 18, 1958, SBA was established as a
permanent agency of the Government; and on
August 21, 1958, the Small Business Invest
ment Act was approved and thereby a Small
Business Investment Division was established
within the Small Business Administration.
The purpose of the Small Business Invest
ment Act of 1958 is stated in the Act as fol
lows:

Wholesale concerns:
A. Annual dollar sales volume of $5 mil
lion or less—small
B. If engaged in manufacturing as well
as wholesaling activities, it must
qualify under both standards.
3.
Retail concerns:
A. Annual sales of $1 million or less—
small
B. Primarily engaged in making retail
sales of general merchandise, or new
and used motor vehicles, or groceries
with fresh meats, and with annual
sales of $2 million or less—small.
4.
Service
trades concerns:
“It is declared to be the policy of the
A.
Annual
receipts of $1 million or less
Congress and the purpose of this Act to
—small
improve and stimulate the national econ
B. Hotel or power laundry with annual
omy in general and the small business
receipts of $2 million or less—small.
segment thereof in particular by establish
5.
Construction concerns:
ing a program to stimulate and supple
A. Average annual receipts of $5 million
ment the flow of private equity capital
or less during the preceding three
and long-term loan funds which small
years—small.
business concerns need for the sound
financing of their business operations and
6. Local and long distance trucking and
for their growth, expansion, and modern
warehousing:
ization, and which are not available in
A. Annual receipts of $2 million or less
adequate supply; provided, however, that
—small.
this policy shall be carried out in such
7.
Taxicabs:
manner as to insure the maximum partici
A. Annual receipts of $1 million or less
pation of private financing sources.
—small.
* * *” Section 102.
Thus, it will be seen that business concerns
Reference to the Regulations promulgated meeting the above qualifications may be able
pursuant to the Small Business Act of 1958, to avail themselves of the financing facilities
as amended, is necessary for definitions of provided for by the Small Business Investment
those “small business concerns” likely to be Act.
benefited or to be eligible for assistance from
Heretofore small business concerns have
small business investment companies. Section found it extremely difficult to obtain financing
103.4 provides that for the purpose of financial on other than a short-term basis. Now, pri
and other assistance (except Government pro vately-owned and operated small business in
curement assistance) a small business concern vestment companies and State and local
is one, including its affiliates, which is not development companies are authorized to make
dominant in its field of operation and which long-term loans to and purchase convertible
also qualifies under the following criteria:
debentures from such small business concerns.
The Small Business Investment Division of
1.
Manufacturing concerns:
A.
Less than 250 employees—small the SBA will have no direct contact with con
B. More than 1,000 employees—large cerns whose funds are provided by the private
G. More than 250 employees but less investment companies; it has responsibility
than 1,000 employees—either large and authority to:
1. License, regulate and examine small
or small depending on its industry
and various employment size stand business investment companies (this will in
clude, until June 30, 1961, authority to grant
ards within the industry.
2.
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will be 20 years, and the agency has discretion
to defer requirements for any payments during
the first half of the loan. The agency also has
authority to establish the interest rate and
repayment terms on subsequent loans to
licensees.
The major portion of funds of small business
investment companies is expected to come
from private sources, and the ratio of debt
to capital and surplus (including subordinated
debentures held by SBA) may not exceed 4
to 1.
Equity capital will be provided for small
business concerns by small business investment
companies only through the purchase of con
vertible debentures on terms and at rates fixed
by the investment companies. Such debentures
shall be callable on any interest date and upon
three months’ notice at par plus accrued inter
est, and shall be convertible, at the option of
the lender or of any holder in due course, into
stock of the small business concern at the
“sound book value” of such stock as determined
by the parties at the time of issuance of the
debentures. Section 304.
As a condition of loans by small business
investment companies, the borrower may be
required to refinance all outstanding indebted
ness so that the investment company is the
only holder of any evidence of indebtedness
of the issuer and may, in addition, be required
to obtain the approval of the investment com
pany before incurring any indebtedness there
after. Furthermore, the borrower will be
required to purchase stock in the investment
company in any amount equal to 2% of the
first $50,000 received, 3% of the second $50,000 received and 5% of all amounts in excess
of $100,000 received. The borrower and lender
have the privilege of agreeing upon the type
or class of such stock and its voting rights and
privileges, giving full effect to applicable laws
and the charter and approved plan of opera
tion of the investment company. Reg. 107.304
(b).
Small business investment companies will,
for the most part, make long-term loans to in
corporated or unincorporated small business
concerns. Long-term loans must have maturities
of not less than 5 years; however, incidental
short-term loans may be made when necessary
to protect the investment company’s interest.
Maturities of loans may not exceed 20 years,
but maturities may, under certain circum
stances, be extended or loans renewed for ad
ditional periods not exceeding 10 years. Sec
tion 305.
The aggregate amount of obligations and
securities acquired and for which commitments
may be issued to a single small business con

charters in those States not now permitting
chartering of investment companies under
State Law);
2. Lend funds to small business investment
companies;
3. Lend funds to State and local develop
ment corporations. Licenses will be issued by
the SBA based upon its determination of the
applicant’s ability to carry out the purposes of
the Act, with priority consideration being
given to those applicants proposing to utilize or
obtain private financing for initial capital and
surplus and not contemplating SBA assistance.
Funds available for lending by the SBA will
come from a revolving fund appropriated by
Congress.
Forming the Small Business Investment Com
pany
Small business investment corporations must,
when State law permits, be chartered under
State laws and to qualify for an SBA license,
must have, in cash, a paid-in capital and sur
plus of $300,000. Of this amount, SBA is
authorized to provide a maximum of $150,000,
through the purchase of subordinated de
bentures, which shall be subordinate to any
other obligations issued by a company, but
which shall be considered as a part of the
paid-in capital and surplus for the purposes of
the minimum capital required for formation
of an investment company. Section 302 (a).
Subject to State law, stock may be purchased
by individuals, partnerships, corporations, in
surance companies and financial institutions,
including Federal Reserve member banks and
nonmember insured banks. In the case of
such banks, no Federal Reserve bank or non
member bank may hold shares in investment
companies in an amount aggregating more
than 1% of its capital and surplus. Section
302 (b).
After the incorporation and initial stock
issue of a small business investment company,
all subsequent stock issues must be for cash.
Operating the Small Business Investment Com
pany
In addition to the subordinated debentures
provided for upon initial formation of small
business investment companies, the SBA will
make operating loans to licensees in amounts
up to 50% of their paid-in capital and surplus.
Section 303 (b).
The rate of interest on subordinated de
bentures and other loans of small business in
vestment companies purchased or made by
SBA will be 5% per annum, but this rate may
be adjusted from time to time without affect
ing the rates on previously-purchased deben
tures or existing loans. The maximum maturity
on subordinated debentures purchased by SBA
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cern by any small business investment com
pany shall not exceed 20% of the combined
capital and surplus of the investment company
unless prior approval of the SBA is obtained.
However, two or more investment companies
may join to provide assistance to a single
business concern.
Small business investment companies are
authorized to handle any servicing or initial
investigation required for loans through banks
and other financial institutions on a fee basis.
They may, in addition, use the advisory serv
ices of the Federal Reserve System and of the
Department of Commerce. Conversely, such
companies are authorized to have on their
staffs persons competent to provide consulting
and advisory services on a fee basis. Section
308.
Regulations promulgated under the Small
Business Investment Act of 1958 provide for a
minimum of Federal governmental control and
interference in the management of licensees,
but they do contain several requirements of
particular interest to CPA’s.
Licensees are required to keep current fi
nancial records in accordance with generally
accepted accounting principles and to make
full and complete disclosures to their investors
and shareholders with respect to their activ
ities. They must also submit to shareholders
and to the SBA an interim report covering
operations for the first six months of each
fiscal year. At the end of each fiscal year, they
are required to submit “a report containing
financial statements for the year and an opin
ion thereon by an independent Certified
Public Accountant based on an audit con
ducted in accordance with generally accepted
auditing standards.” Reg. 107.302-3.
The SBA has recently announced that it is
preparing special manuals to guide CPAs who
audit financial reports of small business invest
ment companies. It is contemplated that these
manuals will prescribe minimum requirements
for auditing and examining the investment
companies. The Administrator of SBA has
indicated that the program of audits by CPAs
will be given “a good trial, and I feel that it
will be successful—with savings to the taxpay
ers through the use of fewer Government
employees and with benefits to the investment
companies.” (See “Government,” Journal of
Accountancy, August, 1959, page 10.)

Each licensee shall be subject to examina
tions made under direction of the SBA by
examiners selected or approved by it; the
costs of such examinations may, in the dis
cretion of the SBA, be assessed against the
licensee.
Licensees are also required to submit, in a
form prescribed by the SBA, a supplementary
report to it at the end of each six months peri
od, which report must include a review of
activities of the licensee during the period
involved, with a statement and evaluation of
such debentures, notes, loans, etc., as have
been acquired during the reported period.
Licensees shall also, upon request or call by
the SBA, furnish interim reports covering
such matters as SBA shall require. Reg. 107.308-5.
Licensees shall maintain fidelity or such
other types of bonds or insurance as shall be
required by SBA.
Under certain circumstances, securities of
small business investment corporations are
exempt from registration under the Securities
Act of 1933. See Securities and Exchange
Commission Regulation E.
Also of interest to CPAs are certain pro
visions of the Technical Amendment Act of
1958 with respect to tax treatments of losses on
small business investment company stock and
losses of small business investment companies.
Section 57.
In an article, “Accountants and the Small
Business Investment Act,” Journal of the Ac
countancy, July 1959, pages 28-30, John M.
Stoy, Chairman of the AICPA’s Small Business
Committee, comments on some of the ways in
which CPAs can be of assistance to clients
contemplating financing from small business
investment companies. He also points out cer
tain danger areas for the prospective borrower.

Editors Note. The foregoing article appeared in
July-August 1959 issue of C.P.A. Ledger, Okla
homa Society of Certified Public Accountants.
While it is the policy of The Woman C.P.A. to use

only previously unpublished material, an exception
has been made in this instance due to the regional
nature of the original publication. Consent to re
print has been graciously accorded.
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Annual Meeting to Feature Treasurer of the
United States
Colonial Philadelphia offers women account
ants an opportunity to hear the Treasurer of
the United States speak, plus an additional
triple treat, the opportunity to attend the An
nual Meetings of three nationwide accounting
societies for the travel price of one.
The Joint Annual Meeting of the American
Woman’s Society of Certified Public Account
ants and the American Society of Women Ac
countants will take place in that city September
21, 1960, with the Warwick Hotel as head
quarters, and the Philadelphia Chapter of
ASWA as hostesses.
The Annual Meeting of the American In
stitute of Certified Public Accountants will
open in the Quaker City on September 25
and continue through September 28 with the
Pennsylvania Institute of Certified Public Ac
countants and its Philadelphia Chapter as
hosts.
Mrs. Ivy Baker Priest, Treasurer of the
United States, will be the prime attraction at
the AWSCPA-ASWA Meeting as speaker at the
Annual Banquet, Saturday evening, September
24. Other featured speakers will be Mrs. Mary
S. Tross, C.P.A. of Newark, New Jersey who
will discuss ethics and conduct to tax prac
titioners, and Dr. Bernadine Meyer, of Pitts
burgh, Pennsylvania, who will speak on the
subject “The Accountant Communicates.”
Other speakers will consider the subjects of
Budgeting and Pension and Profit Sharing
Plans.
The AICPA 1960 Annual Meeting will fea
ture outstanding leaders of the profession
discussing such subjects as “Ethics of Tax
Practice,” “Accounting for Regulated Indus
tries,” “The Financial Press Talks to CPA’s,”
“Small Firms Can Handle Big Audits Through
Teamwork” and “Uniform Accounting and Tax
Provisions of State Laws.”
Included in the planned AICPA social and
recreational events will be the President’s Re
ception at the magnificent Museum of Art and
a symphony concert by the famous Philadel
phia Orchestra at the Academy of Music.
The 1960 convention city of accountants is
a very enjoyable and exciting place to visit.
The nation’s most historic city and number one
shrine, it is at the same time a great bustling
metropolis which in the last few years has
been experiencing a renaissance unequalled
by any other American city. If you have not
visited Philadelphia recently, you will be

Ivy Baker Priest

Treasurer of the United States

amazed at the face-lifting and redevelopment
that has taken place, particularly in the mid
town area.
In the heart of the Delaware Valley, Phila
delphia has an atmosphere all its own. It is a
town that combines patrician elegance with
Quaker simplicity and today adds a big dash
of wide-awake excitement to produce some
thing that just is not found elsewhere.
The city on the banks of the Delaware has
great museums—such as the aforementioned
Museum of Art—and famous scientific and
educational institutions—such as the Franklin
Institute and the Fels Planetarium. It has giant
department stores and nationally known spe
ciality shops. Its Chestnut Street compares
favorably with New York’s Fifth Avenue. Its
restaurants rank with the best in cuisine and
service. In and around Philadelphia, you will
find restaurants specializing in German, Chi
nese, Polynesian, and Pennsylvania Dutch
foods.
Within a pleasant walking tour are dozens
of early American landmarks, all worth seeing,
all reminders of the nation’s and Philadelphia’s
great past. There is Independence Hall and its
Liberty Bell. Gone are the shabby structures
which once obstructed the view of this famous
shrine. The old historic building is now fronted
(Continued on page 7)
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What About the Competition?
By CHARLOTTE R. GAINES
Atlanta Chapter ASWA
Much has been written and said about the
many opportunities for women in the account
ing profession. But what about the competi
tion .... and the attitude displayed by some
men in the field?
A young girl new to the business world
laments, “I just feel them wishing I wasn’t
there, when nothing is said.”
It would be an insult to the intelligence to
say that this situation does not exist. It does.
It exists in accounting and in many situations
where men and women are striving for pro
fessional status. But the fact that the problem
exists is not nearly so important as one’s re
action to it. And herein lies the woman ac
countant’s golden opportunity. Ignoring the
competition, she can weave her own garment
of security with the indestructible threads of
poise, dignity, and intellectual “know how.”
Why compete? The woman accountant has
an important role to play and those who do
not accept that fact are not her problem.
Keeping the mental fist clinched in a constant
state of defense saps intellectual energies which
can be better used for doing a good job.
This does not mean that she becomes the
carpet over which others walk to higher and
better positions. No one who has achieved any
degree of success would suggest such an atti
tude. Success in any endeavor takes hard work,
but work doesn’t mean fighting what someone
else might be thinking.
Mary Hall made a valuable comment in her
article “No Opportunities” in the February
issue of the “Woman C.P.A.” She said “The
key to the door where opportunity knocks for
women (or men) in this accounting business
is the demonstrated ability to get the job
done.”
“. . .the demonstrated ability to get the job
done. . .” is the woman accountant’s secret
weapon for completely disarming the opposi
tion. Without becoming a “female MachineGun Kelly” her place is set and progress as
sured if she has demonstrated ability to get
the job done.
What she may consider competition many
times is nothing more than a bruised ego.
Amusingly, the man who lavishes attention on
his lady in the evening may regard her with
suspicions of an underground fifth-column
movement in the office the next morning. But
this is not her worry. She is poised and digni
fied and busy proving she has a head on her
shoulders.

A prominent male C.P.A. once said, “Sixty
per cent of the women in this business are
using it as a bridge to marriage; twenty per
cent just use it to kill time; but the other
wonderful twenty per cent who are sincerely
interested in the profession for its own sake
are the finest accountants and C.P.A.’s you’ll
find anywhere. I wish I had an office full of
’em. It’s just finding them.”
Right motivation, coupled with active parti
cipation in the professional societies, including
A.S.W.A., is the successful stepping stone to
becoming one of those “finest accountants and
C.P.A.’s you’ll find anywhere.”

(Continued from page 6)

by a beautifully landscaped Mall. A fountain
plays majestically in the distance as the visitor’s
eye travels down the spacious lawns. To the
east of Independence Hall stretches Inde
pendence National Historical Park where
numerous other historic shrines are being re
stored or rebuilt. They include Carpenters’
Hall where the First Continental Congress
met in 1774 to debate the question of revolu
tion and independence.
Outside the national park, there is the Betsy
Ross House in which, tradition says, the little
seamstress stitched the first Stars and Stripes.
Since 1787 when delegates from the thirteen
original states gathered in Philadelphia for the
convention which framed and adopted the
Constitution of the United States, hospitality
has been synonymous with the City of Broth
erly Love. The same spirit of friendliness and
service to the visitor is very much in evidence
in the city today. A striking symbol of it is
the new Hospitality Center of the Philadelphia
Convention and Visitors Bureau which will
open early in September. For a warm welcome
and a wealth of information on where to go
and what to see in the Quaker City, be sure
to visit the Hospitality Center at 16th Street
and Pennsylvania Boulevard in Penn Center
when you come to the conventions.
For an outstanding convention experience,
make your plans to be in Philadelphia in
September and to take advantage of this bar
gain package—an opportunity to hear one of
the country’s most outstanding women in pub
lic office plus the triple treat of three nation
wide accounting society Annual Meeting for
the travel price of one.
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AWSCPA Highlights of the Year
By KATHERINE E. PFEIFER, C.P.A.
President 1959-1960

In accordance with the recommendation of
the 1958-1959 Board of Directors, this adminis
tration has arranged for the transfer of much of
the routine detail work from officers and direc
tors to the National Office.
An early report by the Nominating Com
mittee facilitated a May 14th election which in
turn helped to promote a smoother transition
of work from this administration to the 19601961 officers and directors.
A roster of the membership is being pre
pared as of the end of the fiscal year and we
hope to have it distributed before the annual
meeting. It is anticipated that this change in
date of publication will make the roster more
useful to the membership.
The success of any organization depends
on the willingness of members to actively
participate in its program. I earnestly urge
each of you to cooperate with your incoming
officers and directors in their efforts on your
behalf.
It has been an honor and a privilege to serve
as your President and I sincerely appreciate the
cooperation, interest and support received from
each of you.

At the close of the 1959-1960 fiscal year,
the membership of the American Woman’s
Society of Certified Public Accountants has
reached an all time high and continues to grow.
Each year we grow in numbers as well as in
recognition by the general public and the pro
fession. It has been gratifying to note that more
of our members are becoming active in the
activities of their state societies as well as in
the American Institute of Certified Public
Accountants.
Our program this year has concentrated
upon obtaining more information about our
members as well as about all women CPAs.
These projects have not been completed at the
time of this writing but full reports will be
rendered at the annual meeting to be held at
The Warwick Hotel, Philadelphia, Pennsyl
vania, September 22-24, 1960, and will also be
published. We sincerely hope that many of you
will be present in Philadelphia and that all of
you will read the detailed annual reports.
In the area of procedural handling of the
affairs of the Society, several changes have
been inaugurated this year.
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The President's

Message

Miss Hindelang has served AWSCPA as
first and second vice-president, treasurer,
director, award and budget and finance chair
man and in many offices, including that of
president, of the Detroit Chapter ASWA. She
holds a BBA degree from the University of
Detroit and secured a Michigan certificate.
She is employed as a manager in the Detroit
office of Arthur Young & Company and her
affiliations include membership in the Ameri
can Institute and Michigan Association of
Certified Public Accountants, National Asso
ciation of Accountants, and currently is first
vice-president of the Zonta Club of Detroit.

Gertrude Hindelang, C.P.A.
Detroit, Michigan

business and industry, and to supply them with
reports based on sound independent judgment.
The officers serving with me this year are:
Winifred E. Owens, first vice president, who will
be responsible for public relations; Mary F. Hall,
second vice president, education chairman; Grace
S. Highfield, who as secretary will be responsible
for compiling the yearbook; and Beth M. Thomp
son, treasurer.
The directors include the immediate past presi
dent, Katherine E. Pfeifer, whose responsibility
will be policy and procedure; Ruth Kravits, con
tinuing as membership chairman, Margaret E.
Lauer, continuing as research chairman; Lucille
R. Preston, publicity, and Catherine M. Ryan,
publications.
To complete the team, Doris Parks has been
appointed award chairman, Mary E. Ruddy, legis
lation chairman, and Madelyn Stephenson, chair
man for budget and finance.
On behalf of the 1960-1961 officers and direc
tors, I wish to express our appreciation of the
confidence you have placed in us by electing us
to administrate the Society’s affairs during this
year. We have inherited twenty-seven years of
tradition, ideals and achievements. With your
encouragement and co-operation, we shall try to
add another year of progress to the history of the
American Woman’s Society of Certified Public
Accountants.

Twenty-seven years ago, in Chicago, nine women
certified public accountants organized this Society.
From this beginning in 1933, our membership
reached 485 in 1960.
As the number of women certified public ac
countants increases and as our Society grows, our
objective—to advance the professional interest of
women certified public accountants—becomes in
creasingly important. We can do much to accom
plish this objective by participation in the Society’s
program, by membership in local chapters of the
American Society of Women Accountants and by
active membership in technical accounting organi
zations, particularly the American Institute of
Certified Public Accountants, the American Ac
counting Association and the state societies of
C.P.A.’s.
Even more impressive than our growth in
numbers is the growth in the capacity in which
our members may serve. Over the years, our
Society and our members have witnessed changes
and new developments in accounting theory and
practice and in federal and state taxation. The
business community has an ever increasing need
for the services which certified public accountants
perform, services well known to all of us—inde
pendent audits, tax advice, system installations, tax
returns and management counseling. The members
of our Society are deeply aware of our responsi
bility to provide the highest quality of service to
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Data Processing in a Small Business
By JEANNE F. ETIENNE
Cincinnati Chapter A.S.W.A.
symbols of data processing, and one of the
most versatile is the marginal punched Key
sort card of the Royal McBee Corporation.
Keysort is the punched card method that put
the original record to work, and is adaptable
to variable volume and operations.
The Keysort card of original entry is de
signed to provide for the information desired,
and the perimeter of the card is planned to
reflect this. The margin of the card is divided
for each classification to conform to pre
arranged codes, Operation Numbers, Job Num
bers, Account Numbers, etc. The information
on the card is key punched into the margin
(at a rate of approximately 900 per hour). The
cards are then sorted and tabulated.
The punching can be done on a variety of
types of simple inexpensive equipment which
is available on a reasonable rental basis. Sort
ing of the cards by various classifications is
carried out with a stylus or sorting needle. In
sert of the stylus into the group of cards
results in the separation of notched cards from
the group, making classification a simple man
ual procedure.
To provide greater adaptability, Royal Mc
Bee has introduced a low cost versatile
punched card process machine, known as the
Keysort Tabulating Punch. This machine
punches quantities and amounts into the body
of the original Keysort record card while it
accumulates and prints totals on tapes. The
tabulating feature automatically processes
these cards through all stages until all reports
are prepared.
The tabulating punch can punch two quan
tities into the body of a Keysort card while
printing, at the same time, these quantities
on a tape, accumulating the amounts for total
ing. The punch feature can also reproduce
punch quantities from a pre-punched card. It
automatically punches the accumulation into
the summary cards.
The quantities, amounts, time intervals, etc.
written on the card at the source can be
punched into 8 fields on this card. This
punching is done, in effect, to items that are
being totaled for verification with some type
of control. Actually, the cards are not being
punched just for the sake of putting the de
sired information into the card; but rather the
punching is accomplishing a function that
would ordinarily be done on an adding ma
chine. Once the cards have been punched,
they can be run through the tabulator after
each sorting to accumulate the information

Data Processing—Punched Cards—Tabula
ting Machines—these are all familiar phrases
which have become part of today’s business
vocabulary. The complexity of the economic
system has caused almost as great a change or
revolution in the scope of the accounting
function as the Industrial Revolution caused
in the change of the economic system.
The economic system described by Adam
Smith in his classic work “The Wealth of Na
tions” did not require punched cards or tabu
lating equipment. However, since that time in
the seventeenth century, the industrial develop
ment of the world has been tremendous.
Because of technology, mass production and
a free competitive system, there has been the
production of more goods for more people.
This increased output has resulted in the need
for the organization of more equipment, larger
plant facilities, and greater personnel in many
locations, often throughout the world.
A factor complicating the economy further
has been the relaxation of the “laissez-faire”
theory and the resultant increase in govern
ment regulations. Tax regulations have been
imposed upon business, and methods have
been geared to the philosophy of tax collectors,
rather than the long term thinking of the in
dividual enterpreneur. Legislation regulating
many business activities, together with the
granting of increasingly larger numbers of
government contracts, have required records
and accounting systems conforming with gov
ernment requirements. As a result many busi
nesses have found it advisable to maintain
more than one set of accounting records, in
order to satisfy the regulatory agencies, and at
the same time to present realistic information
to the management and to the owners.
Therefore the accountant has been chal
lenged to meet the needs of the 20th century
economy. As American resourcefulness and in
genuity have solved the problems of increased
low cost production by the efficiency of the
“production line,” it has also conquered the
complexity and the vastness of the accounting
function.
Today the accounting department has been
recognized as an important source of profit,
instead of the necessary evil of yesterday. Be
cause of today’s data processing methods and
automation, reports on every phase of a com
pany’s business are quickly available to guide
management’s current decisions and future
planning.
The punch card has become one of the
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for as many classifications as may be coded
on the perimeter of the cards.
Since there are as many applications as
there are persons using this method of data
processing, any description of the use of Key
sort must be made in general terms. This dis
cussion will attempt to illustrate a method of
labor distribution, job costing, and accounts
payable as carried examples.
To begin, weekly clock cards are placed at
the time clocks for each employee to ring at
morning, noon and evening. At the job level
there is a brown Keysort labor time card,
which is used by the productive workers. A
blue card is used for indirect workers. Code
numbers are assigned to all operations and to
all types of nonchargeable time. On these
cards the employees record starting and stop
ping time on the job, job number, department
code, name, clock number, customer, opera
tion code, machine number and cost center. A
new card is used for each job or period of
time involving a different operations.
At the end of each work day, the brown and
blue cards are collected and sorted to separate
the direct and the indirect, and the informa
tion furnished by the employee is punched or
coded into the margin of each card. The cards
are sorted by clock number. The elapsed time
on each card is determined and added to
gether for each employee. This total must
agree with the hours indicated on the clock
card. The total hours for the day are posted
on a summary card for each employee.
A green summary card is headed up for
the employee for each different cost center in
which the employee may have worked that
day.
The employees’ individual cards are sorted
into centers. The total time spent in each
center is recorded on the correct summary
card. Chargeable and nonchargeable time are
entered in separate columns.
The nonchargeable cards are separated
from the chargeable cards. The chargeable
cards are sorted into job number sequence
and filed in the chargeable time file by order
number, and are available for the cost depart
ment.
The nonchargeable cards are accumulated
until the end of the week, when a report of
nonproductive hours by kind of employee is
made.
At the end of the week the green summary
cards of each employee are totaled. The total
hours worked are extended by his hourly
rate. The total of these extensions must agree
with the gross earnings as computed by the
payroll department. The value of the total
hours worked on each summary card becomes
the total charged to the cost center. The
value of the nonchargeable time becomes the

indirect charge to the cost center. The differ
ence between the total charge and the indirect
charges becomes the direct charge to the cost
center.
The summary cards for the department are
sorted by the cost centers. The direct, in
direct and total charges for each center are
totaled and these totals are recorded and ac
cumulated. To these totals of the cost center
is added the foreman’s salary. The grand total
of all cost centers for a department must agree
with the payroll for that department.
The totals of chargeable hours for each cost
center are recorded and accumulated until the
end of the month. The total of these repre
sents the number of chargeable hours worked
in the cost center during the month. An
hourly rate for each cost center is established
by dividing the total years expense for a
cost center by the total chargeable hours for
the year worked in that center. Consequently
this hourly rate represents labor and factory
burden. It is advisable to review this inclusive
rate from time to time.
A Keysort card is also used for accounting
for the material used. Requisitions for mate
rials are made in duplicate. After they are
punched, one copy goes to the storeroom and
the second to the cost department where they
are costed and then sorted by job number.
Outside services and purchases are coded
on a Keysort card in duplicate in the voucher
register, one copy going to the cost depart
ment where it is handled in the same manner
as the material requisitions.
When the job has been completed and
shipped, the cost department takes from the
files the chargeable labor cards and the mate
rial cards for that job. A summary card is
made and is used to accumulate all the costs
for the finished job. Total labor costs by op
eration are posted to this card and are added
together to determine the total labor and
burden. The material cards are likewise
posted in total to the summary card. To these
totals is added a percentage to include ad
ministrative and selling expenses.
The labor and material cards remaining
in the open file constitute the work in process
inventory at a given time.
To summarize, with Keysort, the following
information is available for up-to-the-minute
management reports:
1.
Control of labor hours or units
2.
Cost of operation and cost center
3. Chargeable and non-chargeable
time
4.
Check of labor rates
5.
Actual material used
6. Work in process inventory
(Continued on page 12)
11

Comment and Idea Exchange
MARY F. HALL, C.P.A.

of the pay period, the time can be quickly
summarized to a total pay. This facilitates
getting the pay into the hands of the workers
where time elements and union agreements are
involved.
This procedure could also be adapted for
use by a small machine shop.
Mary I. Russell, Cleveland

AUDITING UNEMPLOYMENT BENEFITS
PAID TO EMPLOYEE BY THE STATE
When the state unemployment bureau fur
nishes the employer with a summary of the
charges made to the employer’s account for
payments made to the employee, a check
should be made to see if the person who was
paid benefits is eligible for them.
First, determine that the person paid benefits
is your employee, that he worked in the period
paid and that the amount of benefits paid is
correct. He may have had earnings which
would cancel the benefits or would entitle him
to a partial benefit only. You are allowed a
certain time to protest the charge and can
receive credit for any charges made in error to
your account if the protest is timely.
Supplemental Unemployment benefits are
calculated on the basis of a percentage of the
employees earnings less the state unemploy
ment benefits. Therefore, it is necessary to
verify the amount of benefit paid and the
validity of the claim.
Coletta J. O’Brien, Cleveland Chapter

THE NATURE OF RESEARCH
Dr. Helene M. A. Romanauskas well states
the increasing recognition of the importance of
research to the science of accounting. Particu
larly does she relate all accountants to the
responsibility for this research with this state
ment: “In his every day work, the accountant
has many opportunities for new ideas and he
has a moral obligation to his client and to his
profession to develop them, and by applying
scientific methods as practical tools for the
future, expanding the perimeter of the account
ing theory.” (The Woman C.P.A., June 1960)

ENDORSE WITH CARE

—Congratulation to Marion K. Charles for
a thorough coverage on the tax status of vol
untary payments to widows of employees.

When endorsing checks for deposit, follow
the words “For deposit only” with the name
and address of the depositary bank.
Checks endorsed “For deposit only,” without
the name and address of the bank have been
known to fall into the hands of unauthorized
persons who have only to open an account in
a bank under the endorser’s name, deposit
the checks, and then withdraw all of the funds
within a short time.
Eileen Griggs, Los Angeles

Did reading this issue of the Woman C.P.A.
stimulate your thinking? Was something of
especial interest or help to you? Did you
disagree with something you read? You are in
vited to say to say your piece in the Comment
and Idea Exchange.

TIGHT CONTROL OVER CONSTRUCTION
LABOR COST

(Continued from page 11)

A simpler application of the Keysort System
is the use of the peg board for accounts pay
able, general journal and general ledger. The
board is designed for the multiple single write
system. The Keysort card is inserted for the
distribution of the entry to the proper ac
count. At the end of the period, the cards are
punched for account number, sorted, totaled,
and in the case of accounts payable, the entry
to accounts payable for the period is made.
Note: While this article describes a specific sys
tem offered by one company, others manufacture
and market similar equipment which is being uti
lized by small businesses.

Before quitting time each day, the foreman
or supervisor in the field, telephones the home
office the hours worked by each man, the
over-time hours, the job number or code and
whether or not the work is on schedule. By
turning in the time each day, the cost and
distribution can be computed daily and each
job’s progress reviewed. Any labor costs not
in line with the estimate of the job will signal
a trouble spot to the home office as well as to
the field supervisors.
By figuring each day separately, at the end
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Tips for Busy Readers
S. MADONNA KABBES, C.P.A.

in some areas. Later this requirement was
changed to a mid-year report giving certain
data on summarized earnings; the Commission
recognized estimated figures would be used in
the preparation of such reports, and so ex
empted them from liability for misleading
statements under Section 18.
Constantly changing conditions in the busi
ness world make it necessary that the regu
latory agencies and the accounting profession
co-operate in giving effect to such changes
as they are reflected in the accounting re
cords. Observation of the earlier statements
filed with SEC, as contrasted with those which
meet the present requirements, will reveal that
progress has been made in keeping pace with
a constantly changing economy.

ACCOUNTING—CHANGING PATTERNS:
THE IMPACT OF REGULATORY AGEN
CIES, by Andrew Barr, Illinois Certified
Public Accountant, Vol. XXII, No. 3, Spring,
1960—pp. 3-15.
Mr. Barr is Chief Accountant for the Securi
ties and Exchange Commission, but is express
ing his own views as he reviews the effects
the requirement of the regulatory agencies
have had on some of the major phases of ac
counting practice.
When the Securities Exchange Act was first
proposed many practicing accountants ex
pressed real concern that uniform accounting
requirements would be imposed on all in
dustry, thus following the pattern of the uni
form system of accounts required of all rail
roads. The rules included in the Securities Acts
as finally adopted gave the Commission au
thority over accounting records only in general
terms; supplementary regulations have in
cluded more specific regulatory powers in
certains areas.
While the SEC was the first Federal agency
with the authority to require that financial
statements be certified by independent ac
countants, more and more of the Federal agen
cies are now requiring such certified state
ments. In the older agencies which exercise
regulatory control through a uniform system
of accounts, an independent audit is not usual
ly required. However the author feels, that
even under such conditions, the requirement
of an audit by a certified public accountant
would provide a very effective check on man
agement.
Rather than striving to obtain uniformity in
financial reporting, the SEC has attempted to
promote clarification and general acceptance of
accounting principles. While complete agree
ment as to the application of accounting princi
ples will probably never be achieved on some
questions, the author feels the profession and
the agencies should constantly strive to reduce
these areas of disagreement. Verification and
pricing of inventories, charges against income
arising from stock options, and disclosure of
liabilities assumed under long-term leases are
some of the questions he discusses as repre
sentative of the areas where complete agree
ment has not been reached.
While at one time the SEC required quar
terly reports on operations, such interim re
ports were found to work an undue hardship

FINANCIAL CONTROL IN LOCAL LABOR
UNIONS, by Wade B. Salisbury. N.A.A.
Bulletin, May, 1960 (Section 1)—Vol. XLI
No. 9, pp. 49-61.
Recognizing the large sums of money which
pass through union treasuries, this paper is
devoted to suggestions on ways to improve
the accounting records and the control of union
funds. Legislation recently enacted, aimed at
establishing a basis of control through financial
reporting, has not yet disclosed the exact re
porting requirements.
The financial reports on union funds should
be so presented that the rank and file of union
members may fully understand the facts dis
closed. The author suggests fund accounting,
which is required by some international unions,
might also be used by local unions. He as
sumes a typical situation with three funds
being used—the general fund, strike fund and
the death benefit fund. A chart of accounts
to be used with each of the above funds, to
gether with exhibits of typical financial state
ments, are included.
The author recommends a budget be pre
pared and used by management as a key to
control. Membership statistics will provide the
basis for forecasting the major source of cash
receipts; while cash disbursements are not as
easily predicted, with careful study and co
operation fair estimates may be made. Adapta
tions of the fundamentals of a good system
of internal control are suggested, as they may
apply to the activities of a typical local union.
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TAX NEWS

LOUISE A. SALLMANN, C.P.A.

So this is the “count-down-year” on T & E
expenses. We have been warned in 1958 by
the Line 6(a) approach. This approach is
slightly reminiscent of the penalties imposed
in 1948 for failure to file an estimate and
penalties for underestimation of current year
income taxes. The former penalties were never
really imposed but the latter since 1952 have
become a reality.
We as accountants and our clients have
been blissfully complacent with reliance upon
the “Cohan Rule.” After all, what have we
had to lose beyond the 50% line of safety?
And now in 1960, we have new rules and
this time fortunately or unfortunately as the
case may be, they are rules which we and
our clients and employers are going to have
to face tax-wise and record-wise this year.
We cannot hope for another relaxation upon
the part of the Internal Revenue Service as
we did in 1958 and 1959 because the move
ment for stringent regulations on T & E in
1960 are not only highly publicized but are
being reinforced legislatively in mid-1960.
As in all movements of this kind, prepared
ness is essential to survival. The Internal Reve
nue Service will rely upon the “red-flags”
which will be required on 1960 Tax Returns.
They will require a completely new method
of reporting. It behooves us if we are in the
public accounting profession to advise our
clients of the necessity to maintain the re
quired records. And if we are employed in
private industry we might as well gear our
accounting system in mid-year to meet the
end-of-the-year-1960 requirements.

And what are these requirements? For the
first time in the history of tax-law a filed tax
return will of necessity include the following
information:
(1) Every corporation, partnership and
proprietorship will have to list on a schedule
any deductions for expense account allowances
paid to or for certain key employees.
An expense account allowance covers not
only amounts advanced or reimbursed to, or
paid directly for, an officer, partner, employee
or proprietor. (Credit-card charges of all
types are also included.)
Corporations will have to list such payments
for the 25 highest paid officers, based on
compensation plus the expense account al
lowance.
Partnerships will have to do likewise for
the highest paid partners and the sole-pro
prietorship will not only have to account for
the proprietor but his five highest paid and
compensated employees.
Additional information in the form of a
“yes and no” questionnaire dealing with the
maintenance of permanent installations such
as a hunting or fishing lodge, hotel suite,
yacht and etc., will be included in the form
for reporting.
Another form of check will be the nebulous
question of “acceptable business practices.”
More and more detailed records will be neces
sary, such as the “why, who, what, when, and
where.”
Your Editor has only this to say, “Good
luck, in wabbling through the ‘w’s’ during
this year of 1960.”

ANNUAL MEETING AMERICAN SOCIETY OF WOMEN ACCOUNTANTS
In accordance with ARTICLE X, Section 1. of the National Ry-Laws of the American So
ciety of Women Accountants, notice is hereby provided that the 20th Annual Meeting of the
Society will be held in conjunction with that of the American Woman’s Society of Certified Pub
lic Accountants at the Warwick Hotel, Philadelphia, Pennsylvania, September 22-24, 1960. The
annual business meeting of the American Society of Women Accountants has been called for
3:00 P.M. on Thursday, September 22, 1960.
Pauline R. Cady, National Secretary
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AMERICAN SOCIETY OF WOMEN ACCOUNTANTS
CHAPTER PRESIDENTS—1960/1961
Atlanta—Miss Mary Wisdom

Long Beach—Mrs. Mildred Evans

60 Delmont Drive, N. E., Atlanta 5, Georgia

6831 East 9th Street, Long Beach, California

Baltimore—Miss Shirley Jane Schmid

Los Angeles—Miss Virginia M. O’Hern,
C.P.A.

6406 Old Harford Road, Baltimore 14, Maryland

Birmingham—Miss Hannah White

459 North Normandie—Apt. C, Los Angeles 4, California

4407 Overlook Road, Birmingham, Alabama

Louisville—Miss Genevieve Hayden

Buffalo—Mrs. Kathryn E. Gallagher

4204 Larkwood, Louisville 12, Kentucky

214 Meadow Stream Drive, Snyder 26, New York

Milwaukee—Miss Irene Dewitz

California Citrus Belt—Mrs. Ruth V.
Astleford

4611 North Green Bay Avenue, Milwaukee 9, Wisconsin

Minneapolis-St. Paul—Mrs. Corinne Gammage

c/o Ross, Landis & Pauw, CPA’s, 3845 Market Street,
Riverside, California

c/o Geo. Cook Construction Co., 2833 Lyndale Avenue,
South, Minneapolis 8, Minnesota

Charleston—Miss Isabelle McAllister

Muskegon—Miss Althea Krueger

c/o Estate of Charles A. Gates, 108½ Capitol Street,
Charleston 1, West Virginia

2921 Roosevelt Road, Muskegon, Michigan

New Jersey—Mrs. Joan L. Ewing

Chattanooga—Mrs. Eleonore H. Williams

90 Brookside Avenue—Apt. 5B, Somerville, New Jersey

c/o Hazlett, Lewis & Bieter, CPA’s, 715 Hamilton Bank
Building, Chattanooga, Tennessee

New Orleans—Mrs. Eunice M. Totten
1205 St. Charles Avenue—Apt. 421, New Orleans 13,
Louisiana

Chicago—Miss Elenore M. Kuberske
c/o Harris Trust & Savings Bank, 115 West Monroe
Street, Chicago, Illinois

New York—Miss Catherine M. Byrne, C.P.A.
60-03 Maspeth Avenue, Maspeth 78, New York

Cincinnati—Miss Florence Prout

Norfolk—Mrs. Dorothy C. Franklin

1634 Cedar Avenue, Cincinnati 25, Ohio

308 Colonial Avenue, Norfolk, Virginia

Cleveland—Miss Margaret E. Wagner

Oakland— Miss Emily M. Koss

9823 Lake Avenue, Cleveland 2, Ohio

1501 Madison Street, Apt. 112, Oakland 12, California

Coeur d’Alene—Mrs. Carmen Galbraith

Oklahoma City—Mrs. Maurine A. Millsaps,
C.P.A.

P. O. Box 362, Coeur d’Alene, Idaho

Columbus—Mrs. Ella Powell
c/o The Warner P. Simpson Co., 873 Williams Avenue,
Columbus, Ohio

4405 N. W. 46th Street, Oklahoma City, Oklahoma

Connecticut—Miss Mary E. Brosnan

c/o Ernst & Ernst, 123 South Broad Street, Philadelphia,
Pennsylvania

Philadelphia—Miss Rose J. Bobbett

c/o Waterbury National Bank, 195 Grand Street, Water
bury, Connecticut

Phoenix—Mrs. J. H. Ridley
5609 Camino Del Contento, Phoenix, Arizona

Dallas—Mrs. Geneva S. Gragg

Pittsburgh—Mrs. Mary C. Van Maele Rogers

c/o I. B. Adelman Theatres, 3319 Raliegh Street, Dallas,
Texas

c/o Bachrach, Sanderbeck & Co., CPA’s 2316 Farmers
Bank Building, Pittsburgh 22, Pennsylvania

Dayton—Mrs. Beatrice H. Hill
25 South Main Building, Dayton 2, Ohio

Portland—Miss Janice W. Jamison

Denver—Miss Irma Ames

245 N. E. 61st Avenue, Apt. #19, Portland 13, Oregon

3110 South Logan Street, Englewood, Colorado

Richmond—Mrs. Audrey Nelson

Des Moines—Mrs. Eva Mae Webber

2115 Parkside Avenue, Richmond, Virginia

725 Hickman Road, Des Moines, Iowa

Rockford—Miss Dorothy M. Colton, CPA

Detroit—Miss Virginia J. Ruessman

205 Hancock Street, Rockford, Illinois

Sacramento—Miss Erna Meyer, CPA

5230 Woodhall Avenue, Detroit 24, Michigan

1685 - 13th Avenue, Sacramento, California

District of Columbia—Miss Mary A. McGrade
838 New Hampshire Avenue N. W., Washington 7, D. C.

Saginaw—Miss Lois Herbage

Erie—Miss Ruth M. Lindgren

600 Sheridan, Saginaw, Michigan

4103 East Lake Road, Erie, Pennsylvania

St. Louis—Mrs. Darthe F. Nay

Evansville—Miss Evelyn Calhoun

3233 Hawthorne Boulevard, St. Louis 4, Missouri

3006 East Gum Street, Evansville, Indiana

Salem—Mrs. Alma R. Clark

Flint—Miss Helen M. Burns

4235 North River Road, Salem, Oregon

San Diego—Mrs. Elizabeth Groftholdt

659 Elm Street, Mt. Morris, Michigan

4763 Hawley Boulevard, San Diego 16, California

Fort Wayne—Mrs. Martha C. Watson

San Francisco—Miss Frances D. Langley

670 West Fifth Street, Fort Wayne, Indiana

1750 Washington Street, San Francisco, Calif.

Fort Worth—Mrs. Helen Crowder, C.P.A.
5617 Dennis, Fort Worth 14, Texas

Savannah—Mrs. Ouida H. Hancock

Grand Rapids—Mrs. Caroline F. Hendricks

12 Mastick Street, Savannah, Georgia

Seattle—Miss Muriel L. McGuire

240 Paris, S. E., Grand Rapids 3, Michigan

Holland—Miss Gertrude Jonker

2328 - 10th Avenue, No., Seattle 2, Washington

Spokane—Mrs. Zelma L. Reinertsen

R. R. #2, Holland, Michigan

Honolulu—Mrs. Lee Ann Cobb

5427 No. Elgin Street, Spokane, Washington

c/o Watkins & Sturgis, 991 Waimanu Street, Honolulu,
Hawaii

Syracuse—Miss Alice F. Horner
167 Parkway Drive, Syracuse 7, New York

Houston—Miss Bertha M. Phillips, C.P.A.

Tacoma—Mrs. Ila Mae Wood

1330 Tennessee Building, Houston, Texas

3832 South 8th Street, Tacoma, Washington

Huntington—Mrs. Janice Edwards

Tampa Bay—Mrs. Marjorie Archibald

c/o Somerville & Co., CPA’s, P. O. Box 1236, Huntington,
West Virginia

1900 Highway 19 North, Clearwater, Florida

Terre Haute—Mrs. Ada Stantz

Indianapolis—Mrs. Bonnie L. Oberholtzer,
C.P.A.

1400 North 10th Street, Terre Haute, Indiana

Toledo—Miss Mary Ella Walter

3720 North Pennsylvania St., Apartment #14, Indian
apolis, Indiana

Williston, Ohio

Jackson—Mrs. Delia Meade

Tucson—Mrs. Alvene F. Kincheloe

4140 Hanging Moss Circle, Jackson, Mississippi

4445 North Flowing Wells Road, Tucson, Arizona

Kalamazoo—Mrs. Louise Chandler

Tulsa—Mrs. Lola Moore

644 West North Street, Kalamazoo, Michigan

c/o Manning, Maxwell & Moore, P. O. Box 1649, Tulsa,
Oklahoma

Kansas City—Mrs. Martha J. Unruh
4113 West 68th Street, Prairie Village 15, Kansas

West Palm Beach—Miss Elaine Roth

c/o Louis E. Neller Co., 75 Sherwood Road—Rt. 2,
Williamston, Michigan

Wheeling—Mrs. Ethel C. Kaltenbach

Lansing—Mrs. Dolly Neller

953 Churchill Road, West Palm Beach, Florida
113 - 14th Street, Wheeling, West Virginia

15

IAS FOR POSTGRADUATE TRAINING
IAS, of course, is not in competition
with colleges or universities. Operating in the field of
adult education, its function is to provide complete
technical training in accounting and allied subjects, as well as refresher
or advanced courses to those with previous accounting training. Also, in these
complex times many with excellent educational
backgrounds in the arts or sciences discover a
need for professional training in accounting.

One or more college
degrees frequently are
noted among the
listed qualifications
of IAS enrollees.

During the past
ten years
*
14,872
men and women who had
graduated from
college or university
enrolled for IAS training.
During that same period
more than that number
of others whose college
or university programs
had been interrupted
prior to graduation
also enrolled.

*January, 1950
through
December, 1959

• Throughout the country many university instructors
in accounting make it a point to suggest IAS when they
are asked to recommend a good home-study school. We
are grateful for their fine co-operation.
• The IAS elective plan enables the student to concen
trate his study efforts on those subjects that are a matter
of practical concern in his work. Through home study,
college graduates and others in need of refresher
courses or additional advanced training can add to
their technical backgrounds by making constructive use
of their spare time.

The school's 24-page Cata
logue A is available free upon
request. Address your card or
letter to the Secretary, IAS

INTERNATIONAL ACCOUNTANTS
SOCIETY, INCORPORATED
A Correspondence School Since 1903
209 WEST JACKSON BOULEVARD • CHICAGO 6, ILLINOIS

IAS IS AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL

